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Summary of Legidation: (Amended) The bill authorizes the Lottery Commission to participate in an
international lottery. The bill also requires the Lottery Commission to adopt rules governing the
establishment, implementation, and operation of a lottery game before entering an agreement with a
jurisdiction other than a state for a game that originates and is operated under foreign law.

Effective Date: July 1, 2002.

Explanation of State Expenditures. (Revised) The bill would require the Lottery Commission to adopt
rules governing the establishment, implementation, and operation of amulti-jurisdiction lottery game prior
to entering into an agreement with another jurisdiction other than a state, if that lottery game originates and
is operated under foreign law. These rules must include information required under current law for
Commission rules to establish, implement, and operate a lottery game. Such information includes type of
lottery games, ticket prices, size of prizes, method of selecting winners, ticket purchase locations,
compensation of retailers, and system of internal audits. In addition, the bill prohibits such rulesfrom being
emergency rules.

Explanation of State Revenues: (Revised) The bill would expand current law to authorize the Lottery
Commissionto participatein multi-jurisdictional lotteries, instead of simply multi-statelotteries. Thiswould
allow the Commission to participate in international lottery arrangementsiif it isin the best interest of the
Hoosier Lottery. Participation in an international lottery could potentially increase total lottery ticket sales
by the Hoosier Lottery and, asaresult, increase surplus L ottery revenue to the state. However, the potential
impact of an international lottery is unknown at thistime.

Background: Currently, the Lottery Commission participatesin the multi-state Powerball game. Thisgame
is operated by 22 states via the Multi-State Lottery Association (MUSL). The MUSL is a non-profit
association that is owned and operated by the member state |otteries. The MUSL operates three multi-state
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games, the largest of which is Powerball. The other major multi-state lottery is The Big Game operated by
seven states, including Illinois and Michigan. The premise of the multi-state lottery isthat it allows a state
to access larger jackpots than would otherwise arise under its own lottery games. As a result, the format
servesto increaselottery ticket sales within participating states. Under the Powerball arrangement, receipts
fromticketssoldin Indianago to the Hoosier L ottery. Powerball salesin Indianatotaled $97.1 M in FY 2000
and $100.5 M in FY 2001. Powerball sales accounted for 16.6% of total ticket salesin FY 2000 and 18.5%
of total ticket salesin FY 2001. The Lottery Commission estimates that Powerball saleswill total $106.0 M
in FY 2002.

Reportedly, a number of states are currently investigating an international lottery which would include
European countries, Australia, and Mexico. Ten to 12 states have committed resourcesto theinitia process
of establishing the lottery, and another 10 to 12 states are considering participation in such alottery. While
planswereto possibly begin operation of theinternational game by the end of 2002, efforts have scal ed back
since September 11th. The premise of theinternational |ottery would bethe same asfor multi-statelotteries-
jackpot size. However, potential jackpotsfor aninternational game could bemuch larger thanthosethat have
arisen with the multi-state games. As a result, an international game ultimately could have a deleterious
impact on Powerball and other multi-state |ottery sales.

Under current statute, surplus Lottery revenue isfirst transferred to the Teachers Retirement Fund (TRF)
andthePension Relief Fund (PRF). Oncethesetransfersaremade, surplusL ottery revenueisthendistributed
to the Lottery and Gaming Surplus Account (LGSA) within the Build Indiana Fund. The table below shows
actual and projected Lottery revenue for FY 2000 to FY 2003 and the required statutory distributions.

SurplusLottery Revenue & Distributions (in Millions)*

FY 2000 FY 2001 FY 2002 FY 2003
Revenues & Distributions (Actual) (Actual) (Projected) (Projected)
Surplus Lottery Revenue $173.3 $160.0 $155.0 $155.0
TRF Transfer ($30.0) ($30.0) ($30.0) ($30.0)
PRF Transfer ($30.0) ($30.0) ($30.0) ($30.0)
Surplus Revenue to the LGSA $113.3 $100.0 $95.0 $95.0

*Updated as of 10/25/01.

Explanation of L ocal Expenditures:

Explanation of L ocal Revenues:

State Agencies Affected: Lottery Commission.

L ocal Agencies Affected:

Information Sour ces: Jack Ross, Director, Hoosier Lottery, (317) 264-4946.
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